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The struggle of the underdeveloped countriss to acquire the funds,
the capital goods, and the technical services that are nseded for econcaic
bettarment has commanded the attention of Soviet lsaders to an unprecedented
Gagres in recant years. Economic axid has been offsred to seversl wnder-
developed countries and trade has Loem ocnormously expanded with most
amm‘mwcmmnummmm The publicity
attending the quits modest offers of assistance has gensrated a:vidnpuad
unumtmmummmmbmu.mu&mmozwe
rroblem of world poverty. Im fact the USSR and the other naticns in the
Coammmist orbit have extended ouly about §1.8 billion (of shich only about
$500 million has been utilized) in econcmic and military credits and
mz-umnmw«mn.mmnrszmdnm
extendsd about two years ago. hm.mu.s.@uwznm
Jyoars 1956-57 provided foreign military and econcaic aid funds to under—
developed comntries smounting to more than $5.5 billion. "muthompo
and magnitude in the prement Soviet economic sssistance mre oconsiderahly
.smallsr than that of the U.S. If U.S. private investmant were included
the comparisca would bs even mare striking. Moreover, Sovist trads—
including that of the Satellites and China~-with ths undsrdeveloped 'eoun—
tries was only §1.5 billiocn in 1956, campared with nearly $10 billion for

the U.S,

Appraisal of total aid figures, however, doss mot rovide the basis
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for a realistic judgement of the relative effectivensss of the U.S. and USSR
econcaic policies in tho undsrdevelopsd areas, for it doos not reflect impar—
tant difrmsinthoai‘dmcf‘thetwoomzm.. First, the U,S.
dﬂmt“tadpitimthllrwmportimofiuhhlddblﬂitw
assistance than does the USSE. ortotdu.q.mum&r«vuppaciommm..
abwtthm—qnm.i;dinotlywindimthnhudvtomwurym-
grax, vhils caly ons-querter of Eloc aid is for military purposes. Secend,
d&m@t&ﬂ;s.ddhmmummdma;naim;hlylxrgsr
mumber of countries (35), U.S. aid expenditures have concentrated on &
different group of countries from those on which Sovist aid has concentrated.

As a result of the strategy adopted by ths USSR, Bloc aid commditments
nmmumzmmaumemm:mmwwﬁmn'
of the U.3. V.S, id to the 12 countries to waich the Hloc has promdised
WmummmtmeZMnm
mw;va.mmmcommmcrmnm.m
of which ocoupy key positicns in tarms of world treds in cartain important
cosmoditiss and international mm,ummmm substantially
below that of the USSR. Bimilar conclusicas are drawn from data on sxpert
tochnica) assistance and foreign trads. During the first six months of
1957, about 2,000 Blos specialists and coly sbout 600 U8, exparts ware
working in these H‘mdcrdoulnpodcomtml. aimémuwms?or

these comntries that collsct and publish such data was about $700 millica
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in 1956, not far below that of the U.S. which was approximately hmnm
for the year.

This comparisen, showing the Soviet program in its most favorabls
ugm.,mm.mza:mmmutmum;omtmvsm
effective strategy, the ability to dovote maximas attenticon to a particular
targst they conzider important and susceptible. In sddition the Soviet

fleaibility that stems in part from the
progran at pressnt has o peucity of past occamitments and the fact that

>
¥

the policy has ouly recently beem inftistod. In addition, Saviet lesdors
have few restrictions on their suthority to ainc;to resources, for they
do not have to answer directly to domestic groups that may be affected
by their decisions. Thus, almost at will, they can exploit amti-Western
sentiment by offering arms credits shen neither the U.8, nor Western
Buropsan countrise are willing to provids them; they can offer to buy
surplus agricultural comnoditiss when Fres World purchases sre declining;
Wmmmh'onmmkmm&whmdhu.
exaxplas of Soviet largesse, but which mxy provide less real bensfit to
the recipient country than a lsss omntqt.ms,:projoct; they can combins
Mztml#mtﬂlmhntudom@muwithmwm
eo\mtryw;boutraiungfmiy\oxchmgomododtoﬁuneo

development.
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Sdnce the Bovlet economio offensive 1s but a single aspect of Soviet
furoignv policy, its consequences are m@t to distivguish in the total
ploture. Itmuthedm,mwrth.hu,thttho@hubdoon-
mmmmmmwmmmmnmmh@nmmr-
mmwmw'mmdmhummcm
sentiment in both Asia and Africe, Hloc prestige and influsncs have been
mumawm,mm,mmmnt&tmnmw
tion of Communist orbit countries is relevant to the soluflon of the eco-
roale problens in the wierdeveloped courtriss hes gatned new sdberents, In
mumnwwumvmmm-umwmy
cantime to play an important rols in Soviet foreign poliqy,

-Contimntlonotthewowdnnqnmwonﬂmbythem.
nwm&mmumyunmmnmmmmm@u,
_ummm,mkmmmmmmmmm;u
sxpanded both in scope andmmgnituds. ‘l‘houoonntrmvhinhl;nmdrudympted
&Mmmammlwam-mltormmm,ufactmnor
th.mzympunugtwmmndwobumammm. Thus
.ammammmuwmtna.muw. Moreover,
1t can be anticipated that Sovist assistance will be provided to seversl urdere
developed countriss which have rot yet acospted it, Leaders in many of these
oountries have been impressed by the Rloc asalstance received by others. Their
sttitule toward acoepting aid from the Commmist orbit bes been noticeably

affeatsd Yty Soviet achievemants in industrial development and scisnce., Since
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the USSR will probably scocept opportunities as they ariss, it can be antici-
Fated that the Soviet .eoononio offensive will expand both inscope and wagni-
ttﬂoint&ocminémrs.

Consdderable expansion of Elos assistance to uderdsveloped countriss,
uwllu&nd;,iachulyvithinth;omwivo:thocmhtorhit.
Although the Gross Matiomal Produst of the USHR 1x only 40 percent that of
the U.S., it i lerge and growing rapidly. At the presont rate of utiliza-
tion of credits; less than 1 parcent of Soviet Crose Netipmel Product is
mqniredforinplemntationatmmocam:tapcotom%rMoomtrin.'
Even 1f aid wers expanded to $3 or $4 billion enmmlly, 14ttls more than
2vpareontoftho(}mulkt1am1&odmtortbemwnldbemqmmtov
fulf1)l its commitments. Other obligations, such es assistance to Commmist
China axd the Satellites, require some attention and there are {mdications
tbatSovivtoonmwuinthamtm%dnmaiuamaurahareornvnmhlo
Lrodmtinntblnint.hornst mmw.mmw'umwm
mhaidenh]qltofomignddudtrad-;ro_grmvhﬂnninuinmgabighhml
MWdtquMMummmmofiudwumm.

Intbolongrunthooeomiomiatanoo;romn\dllmﬂdamtum
uwiummmmunmutmmmmwmrybmﬁm
on the Soviet economy, Inmttmmmntonthlmmutcm.dudmm

begin well within five years after the aredits have boen utilized.* Thus the
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Hoc 18 schedulsd to receive agricultural commodities nnd rav materizls
uvhich will be benafieial to it, By exbarking on an aid program that will
m%mtmnhapukforun&lmntheﬂ&ﬁimhnhuwhm
mmmm.mnwmwmunam Con-
mnm,th.wmmor&m-unhuémmnm
mmnm,mwmmormumurm

or five tixes greater,




Ihe Growth and Size of the Soviet Economy

The rapid risecf the Soviet economy to a position only second to that
'of the United States 1s one of the most pervasive phencmena of our time.
In a period of a quarter century, punctuated by seve‘n- years of war and
recovery from war, the!ISSRecmwhasérwnfrmt&mtotalnr&ely
agricultural producer to the world's decond industrisl power. By 1956
Soviet output of a selécted sample of industrisl products comprised the
following proporticns of U.B. output: | o

USSR as Percent

Product Unit U.8. USSR _ of U.S.
Flectric Power Billion kvh T24 1 . 2T
Crude 011 Million Tons a/ 353 84 2 .
Coal Trillion BTUs 13,800 9,800 TL
Crude Steel Million Tous 105 ko bt
Cement Million*Tons _ 57 25 gy
Machine Tools Billion Dollars - 0.9 1.1 122
Freight Cars  Thousand Units 67 4o 60
Trucks Thousand Units 1,100 360 33
8uifuric Acid Thousand Tons 14,400 h,jao | 30
Cotton Febrics Million Meters 9, 370 5,500 59
Washing Machines Thousand Units h,hso 200 5
Meat Thousand Tons 16, 300 L, 500 28 |

a. All tonnsge figures are in metric tons.



If it is further realived that a larger praportion of U.S. éteel, o1l,

" and electric power production is used for consumer purposes vhile in the

- USSR & much smaller Jpercentage of output is directed {nto somsumption

-

U.S. Within this total, Soviet defense

channels, (1% of electric power in the USSR compared with 30% in the U.S.,
for instance) the availsbility to ihe USSR of these yroducts for .tnv_estmani in
memifecturing, mining, and electric power snd for military end-items is e
lerger share of U.S. aveilability for these same uses than is indicated by the
table.* If 1t be further ' '
Yower quality than thetr U.8. &
mrawrammmwmmmsmtmmm
A more meﬁmwmmm the USSR haz enployed to
attain its rapid mwm :
umibutimafgreaamimlmw If sccount be taken of the varying
relationshiy between the walus of the rébls and dollar in the three
principal end~uses of GNP, th& "opesafded” nature of Soviet development

Yles !m & conpariscon of resource

becomes graphic. In 1955 Soviet GHP was apyroxmtquho percent that of

{

to US. outlays, investment expenditures smounted to sbout 60% of U.8. out-

leys for capital goods, but Soviet expenditures on consumption represented
only ebout e quarter of U.S. censumption expenditures, avd an & per capita
basis, enly ctma-ﬂ.fth

The Soviet policy emphasis on growth is made even clearer by comsideration
of the direction of investment. Although Soviet investment cutlays were but
60% fhose of the U.S., investignt in mamufacturing, mining, aﬁd electric
pover wes Almost as large, while that in housing was only & quarter as great

and 1n commercisal facilities hardly e tenth the size.

% An estimate of the Joint Committee on the Ecenomic Report in Soviet Economic
Growth: A Comparison with the United States puts availabilities of steel for

these purposes at the same level for both countries.
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This concentration on ﬁvesﬁant, perticularly within non-agricul tural
\productivc sctivities, has paid off in terms of rapid growth. Bam
1950 and 1955 industrial pm-oducticn rose by over 10.5 percent per year,
a ra#e more than double that of the U.8. Gross National Product
increased at en annual rate of around 7 percent, or 75 percent above
‘the U.S. rate.

S8oviet development has also accorded high pricrity to two elosely
related activities, less tangible in nature, that have cantributed markedly
to rapid econcmic advancement, education and scientiffc research. The
muther of graduates of University-level scientific and technicsl curricula
actually employed in scientific end technicsl fields now exceeds those so
employed in the U.8. Soviet scilentific facilities, in terms of finencial
support, organizational direction, end number and quality of laboratories are
generally adequate for the effective use of scientific talent, and in sowe
f1e1ds are comparable 1f nok superior to corresponding tnstallstions in the —
West. Boviet scientists have made striking progress over the past few years |
in wany areas of fundsmental research: in mathematics, many flelds of :
physics and a few fields of chmia‘lry So_ﬁet performance appears to be
ebout equal in quality to that performed in the U.S. On the other hand,
Sc;viet z;:edieal and bilological research legs behind that of the West, ss
Qoss the overall level of industrial technology, largely because of the
large lag in the consumer goods field. Thus in those selected fields in
which they have chosen to cumpete ~- in military production and in selected
areas of Industrial production, ‘the quality as well es the quantity of

Soviet performance approaches and in a few cases exceeds that of the U.S,




In contrast to rapid progress in industry, from 1928 to 1953 Soviet
egriculture vas virtuslly stagnent, except for stimulation of specialized
erops, such as cotton and sugar. Although population incressed vy more
than 25% during these years, food availsbilities showed no change,
implying & serious drop in mutritional standards. Sinee 1953 there have:
been significant increases in output of grains, meat, and daiyy products,
thanks largely to the cultivation of mvimny untdlled marginal mels
in Asizn areas of the Uniom. nencmmmmmta in agrioultural
cutput will have to be attaimdwm expanuve intensive type investments,
_mchuimreasedmoffmnms,mofwm,m
mechanization of presently technologically backward ferming operations.
Given in additfon the basically unfavorahle physical conditions of Soviet
agriculture end the apparent irreconcilsbility of the farm populmtion to
the callectivized system of agricultural organizatiom, future food snd fiber
crop increases vill come siore slowly than in the immediste past. Khrushchev's
numerous and grandiase declaratims on surpassing the U.8, in meat and milk '
- production reflect official determdnation to press agricultural development,
even though the goals themselves should be discounted.

The other ssriocusly lagging ssctor of Soviet development has been in
housing. In the past 30 years the Soviet urban population has risen by
about 3 1/3 times vhile urban housing space has less than tripled, implying
a deecline in housing space per capita. Much of the housing that vas
constructed wvas shoddy and gubject to rapid deterioration. Within the last
yeer the Soviet leadership has taken fir-ﬁ measurss to remedy this neglect

by elloting additional investment rescurces to housing at s time when such
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'momzomto;mnmhammmmeammmmmdm.
Recent official declarations affirm contimmtion of & much heavier stress
en housing construction than in the past. "
Foreign trade has not bulked large in the sutarkic Soviet economy,
comprising only sbout helf the proportion of GEP 1t has represented in the
United States. mwmmsmmafumuﬂmmem
Satellites and Commmist China. Ecomomic assistance to other countries
of the Soviet Bloe and to )
The decision on the part of the Soviet leadership to accord a higher
priority to consumption through larger sllocations of investment to
egriculture and housing vill comtribute to reduced industrial growth retes.

| nations of the Hesr East and South

In additfon the regime is faced vith problems of increasing cost in the
 production of industrial rhw materials. Tn spite of these retarding factors,
1t 1s expected that Soviet industry vill contimue to grow at nearly twice
the rate obtained by U.5. industry since 1950 and Sovist GHP will rise at
rates 50-75% above those of the U.S. This projection implies that the USER
w121 be sble %o maintain end increase its present rate of military output
and at the sems time permit a significant rise in consumption levals st cnly
@ modest sacrifice of 1ts pest wmsuslly repid rates of grovth for both

industry and the eccnomy as a whole.




